RENDS 


IN GOVERNMENT 


Situation Choppy 


Edwin Nourse, chairman of the President’s Coun- 
cil of Economic Advisers, has declared that the cur- 
rent economic situation could be summarized as 
“choppy.” There seems to be general agreement 
among reliable economists, however, that we are 
facing a critical period in our postwar adjustment. 
It is a period characterized by wide disparities be- 
tween different industries, different parts of the coun- 
try, and the prosperity of different employed groups. 

Last fall the prevalent sentiment to be rid of 
controls was based on the philosophy that we were 
close enough to a “normal” peacetime economy so 
that increased prices would stimulate production to 
the required point, and then prices would return to 
reasonable levels. Actually, however, wartime short- 
ages had not been overcome, wartime inefficiencies 
had not been worked out of the economic system, 
and all segments of our economy have continued to 
charge what the traffic would bear. As a result, 
prices became higher and higher until consumers 
began to withhold their savings instead of making 
contemplated purchases. This pricing-out-of-the- 
market is already beginning to have serious effects 
on some industries. Factories are laying off men 
because they cannot afford to put high-priced ma- 
chinery and raw materials into products which will 
be bought at lower prices. 

One hope had been that the backlog of demand 
for houses would furnish a substantial pool of em- 
ployment and production while the other parts of 
the economy were going through this adjustment 
period. Unfortunately for all concerned, including 
those desperately needing housing, the building 
boom is already collapsing. In spite of the increased 
supply of materials, a problem which was plaguing 
us last year at this time, the curve of house construc- 
tion has turned downward. This is due almost 
entirely to the fact that many people would rather 
wait another year or two until prices become more 
reasonable to start their own home. Builders of large 
developments find it financially unwise to build 
units at the top of the market when they may have 
to be sold or rented in leaner days. 

The cumulative effect of this unemployment has 
yet to be very widely felt since there are still short- 
ages in many service industries and in other places 
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where workers could be absorbed. Nonetheless the 
first indications of recession are with us. Some 
communities are very much aware of this develop- 
ment, particularly when they are primarily depend- 
ent on one type of industry or one large company. 
Bigger cities will feel the effects before long. 

All this should emphasize our need for foreign 
trade. Although the goods which America produces 
are mostly consumed at home, the margin which 
the export market provides for many industries is 
the margin between profit and loss. 

A recent report of the Federal Reserve Board 
indicates the serious need for moderate price reduc- 
tions. It points out the generally high level of profits 
and that relatively more is going into this pocket 
than is desirable if sustained prosperity is to result. 
It is probably futile to preach self-restraint, at this 
time, but long-run profits must be considered as well 
as immediate ones. Decisions being made by individ- 
ual companies at this time will have a tremendous 
effect on the bread and butter of everyone. 


Export-Import Controls 


By the end of June export-import control powers 
originally granted to the President in the Second 
War Powers Act of 1942 will come to an end. The 
President has asked extension of specified controls 
for one more year (1) to safeguard the consumer 
and producer interest of our own country and (2) 
to continue discriminate aid to the most needy 
countries. 

A system of export and import licensing was 
begun in 1940 as an implement of foreign policy and 
as a safeguard to our own economy from the reper- 
cussions of war abroad. It has been, in effect, a 
system of priorities. Countries we have been trying 
to help were given preference to buy certain exports 
in which we had a margin of surplus. Imports to 
this country of critically short materials were allo- 
cated among our producers, and restricted so that 
we did not take in more than our share of materials 
needed elsewhere in the world. 

As the needs of our country and others were 
reasonably met, controls were lifted on certain goods. 
Relaxation of controls has proceeded swiftly since 
the end of the war. The Department of Commerce 
now keeps only a small “Positive” list of those 


remaining articles subject to control instead of 
the wartime “exempt” list when most articles were 


_. subjett to control. 


--«§pecified for import control are tin and tin prod- 
ucts; manila, agave, fibers and cordage, antimony, 
cinchona bark, quinine and quinidine, because 
these items are short in this country and must be 
allocated to assist equitably our own industry and 
agriculture. Import controls are still needed to 
check our consumption of the world’s scarce foods— 
fats and oils, rice and rice products. Both import 
and export controls must continue on nitrogen 
fertilizer to aid agricultural recovery both here and 
abroad. Too many countries have an immediate 
need for machinery which necessitates continuance 
of priorities on our exports of industrial equipment. 

Dollars have to pass through many hands before 
they can plough fields, build factories and nourish 
manpower. One year extension of import and par- 
ticularly export controls would put concrete aid into 
places where it is most needed as determined by 
the Secretary of State. 


The First Round —Wool 


Few events of such profound implications have 
received so little attention in the American press 
as the House action on the wool bill. Members of 
that body stated repeatedly during the two days of 
debate that the congressional action on this matter 
would set a precedent for action on many com- 
modities. 

One Representative said after the vote was taken: 
“TI want the country to know, Mr. Chairman, that 


this action this afternoon was a backhanded action 
in crippling the policy of this country that will affect 
for years to come the domestic economy of this 
country and the economy of the entire world. 

The policy to which he referred was, of course, 
the policy of international economic cooperation. 
Throughout the debate on the bill there was a dis- 
play of isolationism more widespread and more 
blatant than has been heard in recent times. One 
Congressman said on the floor: “. .. So when it 
comes to the cold-blooded question as to whether 
or not I shall support a reciprocal trade-agreement 
program as such, or support the agricultural workers 
and the manufacturers’ pay rollees of this country, 
I do not have to debate as to whom I shall support. 
I will take care of our own people first in preference 
to any reciprocal trade-agreement program that has 
ever been advocated by the State Department of this 
great country of ours. ... This is the first round, 
on wool... .” 

It is indeed the first round, the first round in a 
fight that will determine not only what our foreign 
economic policy will be, but what kind of trade 
relations there will be between nations. The effect 
on our own economy, both as to production and 
employment, is only part of the picture. If the 
world cannot move forward to reduction of govern- 
mental barriers, and we too erect such barriers, we 
will find ourselves faced of necessity with tighter 
and tighter governmental control of American indus- 
try and less freedom of opportunity for the individual 
trader. If the supporters of the bill realized which 
way their path was leading us, they would undoubt- 
edly be the first to seek to avoid it. 


* CURRENT LEGISLATION x 


Tariff on Imported Wool (S. 814): This bill with 
its amendment authorizing additional tariff on wool 
up to 50°%, was passed by the House on May 23. 
It then went to conference since it had already 
passed the Senate without the tariff provision. Big 
question is whether the President will veto the bill, 
if it goes to him with the tariff provision still in. 


International Refugee Organization (S. J. Res. 
207): Already passed by the Senate, this legislation 
authorizing United States membership in the U. N. 
agency, was approved unanimously by the House 
Foreign Affairs Committee on March 26. Early 
House floor action is hoped for. 


Immigration (H. R. 2910): Hearings on this bill 
have been scheduled for June 4 by the Subcommittee 
on Immigration of the House Judiciary Committee 
(Fellows, R., Me., Chm.). Hearings are expected 
to last about 10 days. No companion bill has been 
introduced in the Senate as yet. 


Federal Aid to Education (S. 472 and H. R. 2953): 
Hearings have been concluded by Subcommittees 
of the Senate Committee on Labor and Public Wel- 
fare and of the House Committee on Education and 
Labor. Both Subcommittees are now considering 


the bills. 


Taft-Ellender-Wagner Housing Bill (S. 866): Sen- 
ator Taft has recently indicated that he intends to 
press for action on this bill in the Senate before 
Congress adjourns. It was reported favorably by 
the Senate Banking and Currency Committee on 
April 23. No hearings seem in sight for the House 
companion bill, H. R. 2523. 


Relief for War-torn Countries (H. J. Res. 153): 
In its final action, Congress restored the $350 million 
authorization originally requested. Actual appro- 
priation of the funds still remains to be accomplished. 


EE 8 


*& 


